Capital Expenditures by Majority-owned Foreign Affiliates of

US. Companies, 1982 and 1983

MAJ{}RITY{I'WNED foreign affili-
ates of U.S. companies plan to in-
crease capital expenditures less than
one-half of a percent, to $46.6 billion,
in 1983, following a planned 6-percent
increase this year. In 1981, spending
increased 3 percent (table 1 and chart
9).' In each of the 3 years 1981-83,
spending in real terms would prob-
ably show a decline.

The slowdown in 1981-83 reflects
generally sluggish business conditions
abroad and high interest rates. Spend-
ing by manufacturing affiliates is ex-
pected to be depressed throughout the
period. Spending by petroleum affili-
ates is expected to be weak except in
1982, when a strong increase is large-
ly for development of alternative
energy sources.

The slowdown follows record iIn-
creases in 1979 and 1980, when affili-
ates in manufacturing significantly
expanded capacity in response to
strong demand abroad; affiliates man-
ufacturing transportation equipment
had particularly strong increases. In
1980, petroleum spending also in-
creased strongly, largely as a result of
intensified exploration for, and pro-
duction of, petrolenm following a
near-doubling of crude oil prices in

Note.—Patricia E. DiVenuti and Edward L.
Simons assisted in preparing the estimates,
Smith W. Allnutt Il designed the computer
programs for data retrieval and analysis.

1. Capital expenditures estimates are for majority-
ownisd nonbank foreign afMliates of nonbank U5, par-
ente (An affiliate is majority owned when the com-
hined ownership of all U.S. parents exceeds 50 per-
cent.) Capital expenditures are expenditures that are
made to acquire, add to, or improve property, plant,
and equipment, and that are charged to capital ac-
counts, They are on & gross basis; sales and other dis-
positions of fixed assets are not netted against them.
Capital expenditures are reported to BEA in current
dollars; they are not adjusted for price changes in host
countries or for changes in the value of foreign cur-
rencies, becauss the dats nesded for thess adjustments
are unavailable,
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1979 by members of the Organization
of Petroleum Exporting Countries.

In recent surveys, spending esti-
mates have generally been revised
down. The latest estimate for 1982
based on the BEA survey taken in
June 1982, is much lower than the es-
timate made 6 months earlier, which
indicated expenditures would increase
11 percent. Although estimates for
every industry were revised down,
most of the revision was in petroleum
and in chemical manufacturing. For
1981, the latest estimate is also lower
than the earlier one; most of the revi-
sion was in petroleum.

Manufacturing affiliates plan to in-
crease spending 2 percent, to §19.5
billion, in 1983; no change in spending
is planned this wyear. Affiliates in
trade plan a T-percent increase, to
$4.5 billion, following a 2-percent de-
cline. In contrast to these increases,
petroleum affiliates plan a 3-percent
decline, to $18.6 billion, following a
21-percent increase,

By area, affiliates in developed
countries plan a 2Z-percent spending
increase, to $38.1 billion, in 1983, fol-
lowing a 4-percent increase. In devel-
oping countries, a l-percent decline,
to $124 billion, is planned, following
a l2-percent increase. Affiliates in
“international”—those that have op-
erations spanning more than one
country and that are engaged in pe-
troleum shipping, other water trans-
portation, petroleum trading, or oper-
ating oil and gas drilling equipment
that iz moved from country to coun-
try during the year—plan a 16-per-
cent decline, to £1.1 hillion, compared
with a 3-percent decline last year.

Petroleum

Petroleum affiliates plan to reduce
spending 3 percent, to $18.6 billion, in
1983, following a planned 2l-percent
increase this year. This will be the
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first decline in petroleum expendi-
tures sines 1960. The decline reflects
goveral factors, including weak world-
wide industrial activity, continued
energy conservation and substitution,
and oil refining capacity in exceas of
projected neads. Also, some petroleum
companies may be ghifting some
spending from abrosd to the United
States; the US. Goverminent has
sought to encoursge domestic spend-
ing, partly by grantmg exploration
and production righta in previously
restricted territories and parxtly by de-
conérolling the domestic price of oil,
in order to reduce U.S. dependence on
foreign oil

The strong spending increase this
year largely reflects increased spend-
ing by petroleum affiliates to develop
alternative energy sources. Increages
in Colombia and Austealia are largely
for extracting coal; in Qermany and
the Netherlands, the increases are
partly for constructing facilitiee that
convert coal inko colce,

SURVEY OF CURRENT BUSINESS

Smaller spending increases, or
shifts ta spending declines, are expect-
ed in every geographic area in which
thers is sizable petroleum invesiment.
In developed countries, affiliates plan
to reduce gpending 5 percent, o $11.2
hillion, after s 20-percent inereage in
1982 (tables 2-4). Canadian affiliates
plan to lower apending slightly, after
a 26-percent increase this year, The
decline iz largely atteibutable to an
uffiliate that, in mid-1982, indafinitely
postponed participation in mn  oil
aands pruject pertly offectting are

} by
othar affilintes.? Spending by Canadi-
gn affiliates in each of the yaarg
1581-83 would have been higher if
8. companies had not aold several
large oil and gas properties in 1931,

L Spwnding on encther recenidy poned il s
profact @ not inejuded In the date, tha rompa.
ny eatablished bo curry otk the progect b not majerity
awned by UB. companiea.
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These sales were partly in response to
anticipated and actual ehanges in Ca-
nadian energy policies. One objective
nfthesepnhmesmmimrmaeﬂamdl
an perticipation in the petrolsum in-
dustry. By providing preferantial
traatment of locally owned or con-
trolled companies in, for example, the
eranting of exploration subsidies and
producticn rights, these policies have
tended tc make petroleum properties
in Canade more valuable fo local
than to U.5. (and other non-Canndian)
invesiors.

In the North Sea area, British afl-
filiates plan to reduce spending 13
percant, to §3.6 billion, after s 2-per-
cont increage, This decline will be the
largest sinca 1969. I partly reflects
the response of ol companies to the
smaller-than-expected reduction in
the United Kingdom's texes on North
Bsa operations. Norwegian affilintes
plan a 17-percent increase, to $1.7 bil-
lion, after a 20-percent increass this
year. Both increases are for continued

Table 1.—Caplial Expenditures by Majority-Owied Foreign Affiliates of U.S, Companies, 1577-83
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Table 4.—Capiial Expendidures by Majerity-Owned Foreign Affilistes of US. Companbes ln 19831
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development of offshore oil and gas
fields.

In several other areas of Europe,
where affiliates are engagsd primar-
ily in refining and distethution, reduc-
tions in spending are planned in 1983;
the reductions follnl;:nmeral years of
skrong imcroases. owing B more
than doubling of expenditures this
year, expenditures by Netherlandg af.
filiates are to decline & percent. The
decline largely reflects completion of
several projects in 1982, including de-
velopment of a new gasfield and con-
gtroction of & facility that converts
cogl into coke. Following a planned
Te-percent increase this year, German
affiliates plan {o reduce spending 13
percant. This years increase is pri-
marily for upgrading and expanding
several refineries; these projects are
expected to ba completed in 1982

After B vears of atrong increases
Australinn affiliates plan virtually no
change in epending next year. Tha in-
crease in 1982 iz for the development
of a new coal operation by a petro-
leum affiliate and significantly ex-
panded exploratory drilling.

In developing couniries, sifiliates
plan ad—pemant.increase, ta $6.5 hil-
lion, after a 24-percent increase this
year. The increase next vear ie cen-
tered in “other Asia and Pacific’'—
particularly in Indonesin and Malay-
sia, where offshore oil and gas fields
are heing developed.

In “other Afvica,” spending is ex-
pected to remain at this vear's level
of 31.8 billion, a® ingreases in pome
areas offest decrenses in others. A 25-
percent increase, to $.8 hillion, is ex-
pecked next year in Saheran Africa,
primarily in Libya and Tunisie. Ie
Libym, the increase is mainly for ex-
ploration and development; expendi-
tures declined in 1982, largely be.
cenme several affiliates ended oper-
ations there in response to growing
political tepaions between Libya and
the Unitad States. In Sub-Saharan
Africa, spending ia to decline 13 per-
cent, to $1.0 billion; the decline is cen-
tered in Cameroon, where develop-
ment of a newly discovered oilficld
will be complated this year.

Affiliates in “inteynational” plan to
cut spending 19 percent, to $0.9 bil
lion, in 1983, following a 20-percent
increase, The decline reflects reduced
sponding on tankers, which, in tuen,
veflects the alowing of petmlaum ehip-
ments in response to sluggishness in
worldwide business activity,

SURVEY OF CURRENT BUSINESS

Monulfocturing

Manufacturing affiliates plen to in-
crease gpending 2 percent, to $19.5
billion, following no chenge this vear,
Small ¢r moderate increases are
planoed in all industries within man-
ufacturing execept iransportation
equipment, in which spending s to
decline.

Much of next year's increase is ac-
counted for by affiliates in nonlectri-
el machinery; their expenditures are
expected to increase 10 parcent, to
$5.6 billion, following a slight decline
thia year. Naarly all of the in¢vease in
by afiiliates manufacturing comput-
ore.

Affiliates in primary and fabricated
metals plan a $-parcent spending in-
creasze, to §1.2 billion, following a 47-
percent increase thie year: an sxpan.
sion project underieken by & baunxite
mining and aluminum manwfacturing
affiliate in Braezil largely accounts for
increasea in both vears. Affiliates in
electric and electronic equipment and
Yother manufacturing” each plan &
percent incresses, compared with in-
craases of 8 and 13 percent, regpec-
tively, this vear. Affilintes in chemi-
cals plan A J-percent increase, to $3.8
billion, following a %-percent increase.
In food products, affiliates plan a
gmall increase, to £1.5 billion, follow-
ing a T-percent increasa.

In contrast, spending by sifiliates
in trangportation equipment is expect-
ed to decline 14 percent, to §3.5 hils
lion, in 1988%; a 22-percent decline in
spending ie planned this year. Both
declines partly reflect completion of
new facilities in the precsding vear
and deferral of nenesgential spending
due to the current weak worldwide
demand for autas.

In developed countries, manufectar-
ing affiliates plan a S-percent in-
crease, to $15.3 billion, following a 3
percent decline in 1282 Canadian af-
filiatea plan to incresse spending 17
percent, to $8.9 billion, compared with
a 12-percent spending decline thiz
year. Although increazes are planned
in every industry within manufactur-
ing, the largest ig in “other manufac.
turing”; it is mainly for plant expan-
aton by a paper manufacturer.

In Europe, German aiffiliates plan a
18-percent increass in epending, to
$2.8 billion, following a 7-percent de-
cline thiz year. Most of the increase is
in ponelogtrical machinery, and is
largely for increased capitalization of
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computers for rental. French affiliates
plan a il-percent increase, to $1.4 bil-
lion; a small decline in food products
iz more than offset by increases in
every other industry within manufac-
turing. The &Hpercent increase by
British affiliates, to $2.9 biltion, is
centered in “other manufacturing”; it
reflects increased lessing of copiers.
In “other Europe,” affiliates plan to
cut spending 44 percvent, to $0.8 hil.
lion, following a 5-percent decline this
year. Over threefourths of next
vear's cutback is in trensportation
equipment, primarily in Spain and
Angtria; it refiects the completion of
new facilities in 1982.

In developing countries, affiliates
plan to cut spending & percent, to $3.7
billion, following an B-percant in-
crease thiz year. The largest declines,
which are in Mexico and Singapore,
result from completion of expansion
projects in 1982, In Mexico, the de-
cline is largely accounted for by tire
and photogrephic equipment manug-
facturers; in Singapore, it is largely
accounted for by a petrochemical af-
filiate.

Other indusiriee

Miring affiliates plan to cuixt spend-
ing ¢ percent, to $0.9 billion, following
& 26-percent decline this year. The cut
is centered in Canada, wherse develop-
ment of several large potash mines is
expected to he completed by mid-1983.

Trade affillatea plan a V-percent
rise, to $4.5 hillion, following a 2-per-
cent cat. The rise is mainly in several
Eurppean countries, Canada, and Aus.
tralia, and is largely sccounted for hy
affiliates that markei computers.

Spending by affillates in finance
{except banking), insuranse, and real
egtate is {0 remain at $0.2 billion next
year: this reflects emall offsetting in-
creases and decresses among several
geographic arean.

Affiliates in “other industries”—ag-
riculture, ¢onstruction, iransports-
tion, communication, public utilities,
and other services—plan a 3-percent
increase, to 32.8 billion, after 8 T-per-
cent spending decline this year. The
largest incresses are in Hong Kong,
largely for construction of an electric
power plant, and Canada, largely for
modernization of a telecommunica-
tions system. Partly offsetting is a de-
¢cling in Saudi Avahia, where a new
gffiliate performing city senitation
services plans to make sizable axpend-
jtures in 1932, but not in 19838,



